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Since the outbreak of financial crisis in 2008 in the United States,the causes of 
the financial crisis have been a hot topic.Although there are different opinions, still 
exists a consensus that high leverage has been playing an important role in financial 
crisis.But there are rare literatures existing about leverage have a thorough 
theoretical analysis of high leverage.This paper starts from the background of 
fictitious economic expansion, focus on the leverage，illustrate the effect of fixed 
leverage (time-invarient leverage or inappropriate maximum leverage)on credit 
expansion and fictitious economic expansion from the sides of credit 
demand,through imcomplete contracting and control transfer theory,and Allen-Gale 
model.Also explain the cyclical of credit supply based on the bank capital and bank 
risk-taking theory,thus give a statement that how the fixed leverage has an effect on 
the fictitious economy expansion,and then has an empirical test on it. 
Based on the American financial crisis, illustrate the relationship of  leverage 
and financial crisis from three aspects, they are the leverage building up insulting 
leveraging before crisis, the role in the crisis and the subsequent deleveraging 
respectively. On the perspective of financial contracting analyse the mortgage-backed 
role of screening,and the collateral requirement on borrowers  can reduce the 
demand for credit.From the perspective of optimal contract design, demonstrate that 
the leverage limitation of financial intermediation can curb the excess expansion of 
bank balance sheet and avoid the moral risk of bank ,thus analyze the theoretical basis 
of leverage from two sides.Then summarize the main motion on the implementation 
of leverage regulation at home and abroad, and practical experience of leverage 
management in the United States and Canada , analyze the causes of the differences of 
its effectiveness. 
In the end,have a deeply theoretical analysis on the leverage indexation 
management,especially the automatic stabilizer mechanism of the leverage 
indexation.Introducing the DSGE model to clarify that the couter-cyclical leverage 
regulation can produce stable results,and further illustrate the advantages and 














indexation from two aspects, the chosen of the leverage and the coefficient 
determination of the index linked with asset price.At the end, give a comparation of 
leverage tool and other tools,like financial regulation instrument,traditional policy 
instrument ,and show that the leverage tool have an essential to cooperate with other 
policy tools. In the end points out that strengthen the adjustment of monetary policy 
tools, develop the monetary policy tools, to jointly cope with the impact of financial 
instability generated by the fictitious economic expansion. 
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